' (G Y-

BY THE US. GENERAL ACCOUNTING OFFICE
Report To The Chairman, Committee
On Labor And Human Resources

United States Senate

Information On Funding Commitments From
Comprehensive Employment And Training
Act Titles Il And IV During Fiscal Year 1981

GAQ identified 193 awards administered by
Labor's Office of National Programs or Office
of Youth Programs totaling $102.6 million
from Comprehensive Employment and Train-
ing Act titles 11l and |V discretionary funds
that had been executed or were being negoti-
ated between September 1, 1980, and Janu-
ary 31, 1981. These awards are for employ- \\“\\\“\‘\“‘m
ment, training, and related services to disad-

I

|

vantaged groups in labor markets. GAO re- 116302
viewed 34 of these awards and generally
found

- few formal records of award negotiations,

- a lack of comprehensive evaluations of
awardees’ past performance before award
renewal, and

- fittle evidence of site monitoring.

This report contains recommendations for
improving Labor’s selection, monitoring, and
evaluation of its employment and training
awards.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

HUMAN RESOURCES
DIVISION

B-203535

The Honorable Orrin G. Hatch

Chairman, Committee on Labor
and Human Resources

United States Senate

Dear Mr. Chairman:

This is ocur final report in response to your March 17, 1981,
letter requesting andwers to questions pertaining to grants and
contracts awarded by the Department of Labor from September 1,
1980, to late January 1981, using Comprehensive Employment and
Training Act (CETA) titles I1I and IV discretionary funds. Gen-
erally, you were concerned that awards from these funding sources
were allegedly made in substantial numbers during the closing
months of the past administration and that questionable actions
took place during the award process. The information which
follows updates and expands on our June 15, 1981, preliminary
report. 1/

In discussions with your office, we agreed to obtain infor-
mation on a sample of titles III and 1V discretionary awards made
during the period you were concerned about. Your office agreed
that our work would be limited to reviewing title III awards
administered by Labor's Office of National Programs (ONP) and
title IV awards administered by its Office of Youth Programs
(OYP), and that site visits to awardees would not be necessary.

As a result, we did not evaluate the adequacy of awardees' per-
formance under the selected awards. We further agreed to consider
only title 1II1 awards administered and monitored by ONP and not
those from that title which ONP handles solely in a grant/contract
approval capacity but does not administer. Information obtained
on your questions and the sample awards reviewed is summarized
below and detailed in the appendixes.

1/“Pre11m1nary Information on Funding Commitments From Comprehen-
sive Employment and Training Act Titles III and IV During
Fiscal Year 1981" (HRD-81-108).
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We previously identified 287 awards totaling an estimated
$115.1 million, which represent the titles III and 1V discre-
tionary awards that were either executed or were being nego~-
tiated during the time frame of concern. This number included
88 title III awards totaling $48.7 million and 105 title 1V
awards totaling $53.9 million administered by either ONP or OYP
officials. The other 94 awards, totaling $12.5 million, were
from title III and administered by other Labor offices, such as
the Veterans Employment Service, U.S. Employment Service, and
Women's Bureau. As of August 13, 1981, Labor had reduced the
awards administered by ONP or OYP officials by an estimated
$4.2 million for title III and $7.9 million for title 1V.

You expressed concern about the possible overcommitment of
fiscal year 1981 titles III and IV discretionary funds. Accord-
ing to Labor officials, in January 1981 Labor's projected funding
commitments for both titles exceeded the funds available for the
fiscal year. However, the officials said that Labor had not in-
curred obligations in excess of its fiscal year 1981 budget au-
thority for these titles. At the time of our last report, because
of the potential overcommitments, Labor had reduced title III (by
an estimated $27 million) and title IV (by an estimated $45 million)
proposed and executed awards. Since that time Labor has increased
funding for title II1 by $2 million and title IV by $3 million.
Accordingly, as of August 13, 1981, Labor had reduced title III by
$25 million and title IV by $42 million to bring planned fiscal
year 1981 expenditures in line with its budget authority.

Data on the 34 awards reviewed 1/ showed that prudent grant/
contract procedures were not always followed during the award
process. During our review of the award files, we generally
found

--few formal records of negotiations relatlng to the awards
process (19 awards),

--a lack of comprehensive evaluations of awardees' past per-
formance before award renewal (14 awards), and

-~-little evidence of site monitoring visits (19 awards).

The problems we found with the administration of the
titles III and IV award activities in this review generally were

1/The awards encompassed 16 awardees in that some received multiple
awards. All the awards reviewed were made on a noncompetltlve
basis with 10 awards being modifications that extended prior

awards for less than 6 months.
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the same as those discussed in our recently issued report on ONP's
employment and training awards. 1/ Therefore, a number of our
conclusions and recommendations in that report are also applicable
to the problems discussed in this report. Our findings and recom-
mendations and Labor's response to those recommendations for the
issues germane to this report are summarized below.

We believe that Labor has responded positively to our recom-
mendations and that its planned actions, if effectively imple-
mented, should improve the administration of its award activities.

Lack of competition; awards renewed
without performance being evaluated

In making and renewing awards, ONP relied heavily on sole
source awards for special projects 2/ without demonstrating the
need to use such awards to obtain employment and training services.
Furthermore, the lack of justification in the files for specific
sole source actions made it impossible to determine the bases for
many of these decisions. ONP limited competition in other cases,
when it decided to make sole source awards based on its adminis-
trative definition of "demonstrated effectiveness,” and this did
not always seem justified. ONP continued to fund awardees that
performed poorly. In addition, most of ONP's awards were renewals
of previous awards to the same organizations. However, formal
assessments of the awardees' performance, which would contribute
to more informed refunding decisions, were rarely made.

We recommended that the Secretary of Labor direct ONP to

--make greater use of competitive awards for its special
projects,

--fully justify in writing all awards made on a noncompetitive
basis, and

--prepare written assessments of an awardee's performance
under prior awards before refunding the awardee.

1/This report, a copy of which has been sent to you, is entitled
“Labor Needs to Better Select, Monitor, and Evaluate Its Employ-
ment and Training Awardees" (HRD-81-111).

f 2/0Other than formula awards and awards for nationally competed
farmworker projects.
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In its response, Labor concurred with our recommendations and
stated that it will carefully consider awarding competitively a
substantial share of the anticipated funds available for special
projects in fiscal year 1982, Labor stated that ONP has been
instructed to develop more precise and thorough procedures that
will prevent noncompetitive awards from being made unless a proper
justification has been prepared and all necessary approvals have
been obtained. Labor also stated that ONP will develop precise
and thorough written procedures for this performance assessment.

Good grant and contract management
practices seldom followed

Many of the problems with ONP's preaward activities occurred
because these functions were not independent--ONP officials func-
tioned both as grant and contracting officers and as the persons
charged with accomplishing program objectives. Additionally, most
ONP award management activities were handled by program staff, who
placed little emphasis on following good grant-and contract man-
agement practices. Labor offices with grant and contract expertise
had little involvement with most awards in our sample universe.

In addition, ONP's preaward activities did not always insure
that awardees' proposals contributed, as much as possible, to ac-
complishing program objectives and that the Government's interests
were protected. In this regard, ONP needed to strengthen such
areas as (1) evaluating proposals, (2) negotiating with applicants,
and (3) authorizing preaward work.

Among the recommendations in our recent report were that the
Secretary of Labor:

--Separate ONP's grant and contract management functions from
its program management functions. The award management
function, including grant and contracting officer authority,
should be independent of ONP.

--Require that ONP's program officers fully carry out and
document all evaluations of proposals and negotiations with

applicants.

--Require that ONP preaward authorization letters specifically
state what the Government and awardees have agreed upon to
protect the Government's interests.

In its response, Labor concurred with these recommendations
and stated that it was taking steps to implement them.
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Limited monitoring of
award activities

In some cases ONP officials actively monitored awardees'
activities, but in ‘many cases they did not. Overall, because of
the limited monitoring of awardees' performance, ONP did not know
whether awardees met the terms ¢f their awards or whether they
used Federal funds prudently. In addition, ONP did not always
identify problems with awardees' performance, and when they did,
ONP did not always act on and resolve those problems. ONP often
failed to request required fiscal and performance reports, and it
failed to visit many awardees.

In our recent report we recommended that the Secretary of
Labor direct ONP to place a greater emphasis on its monitoring
activities. This emphasis should include (1) increased site
visits; (2) prompt identification, followup, and resolution of
problems with awardee performance; (3) documentation in award
files of substantive agreements, problems, resolutions, or out-
standing issues; and (4) development of a system to ensure that
awardees submit required reports.

Labor concurred with our recommendation, stating that ONP has
been instructed to

--increase onsite monitoring to the extent permitted by staff
and travel resources, with the goal of visiting each awardee
once a year;

--develop written procedures to require staff to alert their
supervisors to any significant issues or problems and main-
tain records on the problems and how they are resolved; and

--develop a reliable system for detecting and reacting to
situations in which awardees do not submit required fiscal
and performance reports.

An ONP official told us that a task force is being set up to
prepare materials for implementing our recommendations. The task
force is expected to be composed of ONP and non-ONP officials with
diverse skills, including specialists in contracting, financial
management, management analysis, and program assessment. The task
force's targeted completion date is fall 198l1.
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As your office requested, written comments were not obtained
from Labor and organizations mentioned in the appendixes. As
agreed with your office, we will restrict the release of this
report for 10 days, after which time it will be released to all
interested parties.’

Sincerely yours,

/ (L — L(Ls/ .

/ Grego d&rAhart
Director
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RESPONSES TO CONCERNS ABOUT

THE USE OF CETA TITLES III AND IV

DISCRETIONARY FUNDS FROM

SEPTEMBER 1, 1980, THROUGH JANUARY 31, 1981

BACKGROUND

The Comprehensive Employment and Training Act of 1973, as
amended (CETA) (29 U.S.C. 80l1), is designed

"* * * to provide job training and employment oppor-
tunities for economically disadvantaged, unemployed,
or underemployed persons which will result in an in-
crease in their earned income, and to assure that

training and other services lead to maximum employ-

ment opportunities and enhance self-sufficiency
* k k0

CETA title III authorizes the provision of services for employ-
ment and training programs that meet the employment-related needs
of persons who are experiencing particular disadvantages in the
labor market, such as offenders, handicapped individuals, women,
older workers, etc. Specifically, sections 301, 306, 308, and 314
of title III authorize the Secretary of Labor to fund at his dis-
cretion projects for providing these services.

CETA title IV provides a broad range of employment and train-
ing programs for eligible youths. This title is to provide for
comprehensive employment and training services to improve the
future employability of youths and to explore and experiment with
alternative methods for accomplishing these purposes. Specifi-
cally, section 438 of this title authorizes the Secretary of Labor
to carry out innovative and experimental programs to test new
approaches for dealing with the unemployment problems of youths
through discretionary projects.

OBJECTIVE, SCOPE, AND METHODOLOGY

Our objective was to answer specific questions relating to
(1) whether, and to what extent, procedures used by Labor for
awarding grants and contracts with CETA titles III and IV discre-
tionary funds violated Federal rules, regulations, and require-
ments and (2) how discretionary funds under CETA titles III and
IV were and are used; i.e., the type and extent of awards. The
detailed information obtained on these questions is contained in
both appendixes.
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In discussions with your office, we agreed to select for de-
tailed analysis a sample of awards made from September 1, 1980,
through January 31, 1981. We also agreed that the sample chosen
would consist only of awards administered by the Office of National
Programs (ONP) and the Office of Youth Programs (OYP) because they
administered 89 percent of the titles III and IV discretionary funds
during the specified time frame. After we identified the universe
of 193 ONP (88) and OYP (105) administered awards, the awards were
grouped using the following criteria: (1) multiple awards to the
same organization during the specified time frame, (2) dollar amount
awarded, (3) alleged problems, and (4) awards unplanned by the pro-
gram staff. A sample of 15 ONP and 19 OYP awards was then selected
during discussions with your office. (See exhibits A and B.)
Appendix II contains data on the 34 awards we reviewed.

Our work, as mentioned previously, was limited to reviewing
award files and related documents, as well as interviewing appro-
priate Labor officials in Washington, D.C. We also contacted the
former members of Labor's CETA titles III and IV steering committee.
(See p. 4.) As agreed with your office, no site visits to awardees
selected for review were undertaken at this time.

AWARD PROCEDURES

The award of a CETA grant or contract is a complex process
subject to numerous Federal laws, regulations, and requirements.
The following procedures should be followed by Labor in making
titles III and IV discretionary awards.

--Determining the need for a good or service.
--Determining the specifications for the good or service.
--Obtainipg approvals to obtain the good or service.
--Determining the method of obtaining the good or service
(either advertising or soliciting from one or more pro-

spective suppliers) and obtaining proposals.

--Evaluating proposals to determine whether they meet the
agency's needs.

--Negotiating, as appropriate, with a potential supplier(s)
to obtain an agreement that is most advantageous to the
Government.

--Finalizing the award documents and obtaining all necessary
approvals.
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Statutes, regulations, and Comptroller General decisions
require that Federal agencies entrusted with appropriated funds
obligate these funds only to fulfill current and valid needs.
Labor's award policy requires that (1) awards be undertaken only
after determining that they are necessary, (2) awarding a con-
tract or grant to fulfill the need will be cost effective, and
(3) proper planning and scheduling of award activities be prac-
ticed by program and management officials. Labor has a basic pro-
curement policy that the selection of contractors shall be based
on competition among responsible suppliers. Labor's policy also
states that all grant programs involving discretionary recipients
shall provide for competition whenever appropriate.

Both Federal and Labor procurement regulations require that
any noncompetitive contract award shall be fully justified and
approved at a high level. For Labor, the Assistant Secretary for
Administration and Management generally approves noncompetitive
awards. There are no similar Government-wide or Labor regulations
concerning award approvals for grant awards.

Labor has established a Procurement Review Board to review
proposed noncompetitive contracts, grants, agreements, or award
modifications. Generally, the board must review all proposed non-
competitive awards or modifications of $10,000 or more. Notwith-.
standing Labor guidelines, certain kinds of awards are exempt from
board review and approval by the Assistant Secretary for Administra-
tion and Management, including most of the CETA titles III and IV
discretionary awards. In responding recently to our letter re-
questing clarification on this subject and others, Labor's Acting
Solicitor explained the exemption relating to title III by stating
that

“The justification for exempting certain ONP awards
from the general requirement of the prior approval
for non-competitive contracts is contained in CETA
§ 123 (1), which provides: ’

‘# * * The Secretary and recipients of financial
assistance under this Act shall give special con-
sideration, in carrying out programs authorized
by this Act, to community-based organizations, as
defined in section 3, which have demonstrated
effectiveness in the delivery of employment and
training services.'* * *"

Labor's Acting Solicitor further said that Labor had admin-
istratively defined "demonstrated effectiveness" to mean that the
services an awardee will provide relate specifically to competen-
cies in (1) access to target groups, (2) capability of providing
specific training, and (3) access to jobs.



APPENDIX I APPENDIX I

OYP, which administers title IV youth discretionary funding
awards, considers most of these awards as demonstration programs.
Most of them are funded on a noncompetitive basis. Under Labor
procedures and practices in effect at the time of our June 15,
1981, report, noncompetitive demonstration program awards did not
need to be reviewed by the Procurement Review Board.

Labor, however, has since finalized and will soon implement
revisions to the procurement policy which will require that non-
competitive titles III and IV awards in excess of $10,000 be
subject to review by the board.

Procurement officials authorized to sign contracts are called
contracting officers, and those authorized to sign grants are
called grant officers. ONP officials who had been delegated au-
titles III and IV discretionary awards, at the time our sample
awards were made were the Administrator and Deputy Administrator
of ONP. The director of ONP's Office of Special National Pro-
grams and Activities was also authorized to sign grants. These
ONP officials signed all the titles III and 1V discretionary awards
included in our sample.

Another review process used within Labor regarding the
titles III and IV discretionary funds involved the establishment
of a steering committee by the Secretary of Labor. This committee
was to approve or disapprove expenditures related to titles III
and IV funding plans as discussed in the following section.

STEERING COMMITTTEE RECORDS
ON THE TITLE III/IV AWARDS

You requested information concerning the operation of a spe-
cial departmental committee established to review grant and con-
tract proposals. Our work has shown that, through a September 25,
1979, memorandum, the Secretary of Labor established a steering
committee to oversee the use of CETA title III discretionary funds.
In this memorandum the Secretary designated four individuals to
sit as a committee to approve or disapprove expenditures related
to the approved fiscal year 1980 title III funding plan. The fund-
ing plan is the document that ONP and OYP prepare that serves as a
guide detailing the projects these offices hope to fund during the
fiscal year. (See pp. 5 to 9.)

The four individuals designated to be the committee during
the time frame you were concerned with were

--Paul Jensen, Executive Assistant and Counselor to the
Secretary of Labor;

--Nik B. Edes, Deputy Under Secretary for Legislation and
Intergovernmental Relations;

4
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--Ernest G. Green, Assistant Secretary for Employment and
Training; and

--Charles B. Knapp, Deputy Assistant Secretary for Employ-
ment and Training.

This committee also approved or disapproved awards from the CETA
title IV discretionary funds, although there was no similar
memorandum authorizing this action.

We contacted each of the four members of the committee to

discuss their role and responsibilities as committee members.

One member declined to talk to us. The other three members inter-
viewed generally thought that their role and responsibilities were
(1) to review the award proposals for merit from their respective
organizational position and (2) to ensure some measure of account-
ability of the funds being spent. The decisions they made on the
award proposals were done on a consensus basis and not by voting.

We found no written criteria to explain why these individuals
were appointed, no dates for their terms of appointments, and no
written operating procedures detailing how the committee was sup-
posed to carry out its responsibilities. Neither an ONP program
official nor the former committee members interviewed were gen-
erally aware of the existence of a similar committee within either
the Department or other Federal agencies. Finally, the committee
had no separate administrative budget that was used solely for
committee actions.

Our review showed that determining if steering committee
actions were appropriate was difficult because records of meetings
were not well maintained. According to an ONP official, separate
minutes were to be kept on titles III and IV award actions. The
title III minutes do reflect what proposals were considered and
what actions were taken on the proposals; however, the minutes do
not show who was present, what was discussed about each proposal,
or how the decisions were made. Meetings regarding title IV, on
the other hand, had no recorded minutes at all. Only handwritten
notes were kept on the proceedings which were subsequently de-
stroyed, according to a former assistant to the committee, once
the appropriate title IV program staff were notified of the com-
mittee's actions.

FUNDING ACTIVITIES FOR ONP AND OYP
THAT WERE PLANNED OR UNPLANNED
FOR FISCAL YEAR 1981

Your office expressed interest in how the awards made during
fiscal year 1981 through January 31, 1981, related to those in
the titles III and IV discretionary funding plans. We have ob-
tained information on (1) when these plans were developed and
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approved, (2) who approved them, and (3) which awards were made.
Your office did not request that we review the fiscal year 1980
titles III and 1V funding plans. However, since some of the
awards we were asked to review were made in September 1980, we
were told by ONP and OYP officials that all these awards were
planned. There were 20 ONP awards totaling $6.1 million and

23 OYP awards totaling $2.7 million made during September 1980.

From October 1, 1980, through January 31, 1981, there were
68 ONP award actions totaling $42.6 million and 82 OYP award ac-
tions totaling $51.2 million. As of August 13, 1981, Labor has
reduced these awards by $3.7 million and $6 million, respectively.
Exhibits C and D list the planned titles III and IV awards made
during our time frame. According to ONP and OYP officials, 4 ONP
award actions totaling $0.8 million were unplanned by the ONP pro-
gram staff, and 18 OYP award actions totaling $8.3 million were un-
planned by the OYP program staff. As of August 13, 1981, Labor had
reduced these unplanned awards by $0.5 million and $1.9 million,
respectively. These unplanned awards are listed in exhibits E
and F. Our work has also shown that both the fiscal year 1981
titles III and 1V discretionary funding plans were developed but
not officially approved by the former Assistant Secretary for Em-
ployment and Training.

Another concern was the funding of unplanned awards. There
is no legal problem with funding unplanned awards. Funding plans
are merely more detailed reflections of budget submissions pre-
pared by agencies to aid in the administration of program funds.
Occasionally these plans are presented to appropriations committees
to support a particular program's budget requests. As such, these
plans do not reflect congressional intent concerning restrictions
on the expenditure of the appropriated funds. There is a clear
distinction between the imposition of statutory restrictions or
conditions which are intended to be legally binding and the tech-
nique of specifying restrictions or conditions in a nonstatutory
context.

In this regard, the Congress has recognized that it is gen-
erally desirable to maintain executive flexibility to shift funds
within a particular lump-sum appropriation account so that agen-
cies can make necessary adjustments for unforeseen developments
and changing requirements. Accordingly, it is our view that,
when the Congress merely appropriates lump-sum amounts without
statutorily restricting what can be done with those funds, as in
the CETA appropriations, a clear inference arises that it does not
intend to impose legally binding restrictions. Therefore, indica-
tions in funding plans as to how the funds should or are expected
to be spent do not establish any legal requirements on Federal
agencies. Our position in this regard is reflected in prior
decisions (see 17 Comp. Gen. 147 (1937); B~149163, June 27, 1962;
B-164031(3), April 16, 1975; 55 Comp. Gen. 307 (1976)).
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The following information explains in more detail the cir-
cumstances involving each funding plan.

Fiscal year 1981 title
III funding plan

The fiscal year 1981 title III funding plan was developed
during late fiscal year 1980. An interim title III funding plan
had been approved by the Deputy Assistant Secretary for Employment
and Training on October 10, 1980, that was predicated on resource
levels based on a title III budget that was higher than eventually
appropriated. The reason for using an interim plan was that Labor
was unsure until November 1980 about the total appropriation it
was going to receive from the Congress. Since Labor was unsure
about what title III was going to receive, this interim plan was
considered to be conservative with respect to initial allocations
imposed to keep the release of funds to a minimum during the first
gquarter of fiscal year 198l1.

After Labor found out what the title III appropriation was, a
revised funding plan was prepared by the Deputy Assistant Secretary
for Employment and Training in November 1980. This revised plan
was then sent to the Assistant Secretary for Employment and Train-
ing on December 1, 1980, but was never officially approved. We
found no specific reasons why the final fiscal year 1981 funding
plan was never approved.

As discussed previously with your office, the title III awards
made could not be matched with the fiscal year funding plans. This
is because the title III funding plan is broken out by categorical
line item amounts--such as $15.8 million for the Targeted Outreach
Program, $2.3 million for handicapped workers, and $5.7 million
for older workers--and not by individual awardee. The plan lists
offices within Labor's Employment and Training Administration with
their planned title III expenditures for one or more categorical
line items. As a result of not being able to identify individual
awardees, an ONP official told us that almost all the awards made
during our time frame were planned except for four awards totaling
$802,042, which are shown in exhibit E. As of August 13, 1981,
these unplanned awards had been reduced by $512,661.

Fiscal year 1981 title
IV funding plan

On December 4, 1980, OYP prepared a comprehensive list of
discretionary activities it planned to award during fiscal year
1981. This list contained 180 discretionary projects totaling
$181 million. According to an OYP official, the list resulted
from a series of meetings involving the former Assistant Secretary
for Employment and Training, OYP project officers, and OYP program
staff. Three awards on this original list were unplanned by the

..-; -~
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OYP program staff but were added by either the Assistant Secretary
for Employment and Training or his Deputy. These three awards
were as follows:

Name of organization Amount proposed

Gary Community School Corp.

(note a) $ 122,939
Southern Mutual Help 350,000
Watts Labor Community Action 1,500,000

a/Only this awardee was to be funded during our time frame and is
shown in exhibit F. This awardee was subsequently not funded.

The Gary Community School Corporation is a nonprofit organization
in Gary, Indiana, which has a project for exposing high school
students to alternative careers, keeping educators informed of
local labor market demands, and providing guidance and placement
for graduating seniors. Southern Mutual Help Association is a
nonprofit organization in Jeanerette, Louisiana, which provides
recruitment, job training, and support services for farmworker
youths, especially those living on Louisiana's sugar cane planta-
tions. Watts Labor Community Action is a nonprofit organization
in Los Angeles, California, which provides youth training and com-
munity development and maintains working relationships with the
public and private sectors.

The list prepared on December 4, 1980, was then revised
several times as the Assistant Secretary added new projects.
This list then became the title IV funding plan, which was never
officially approved by the Assistant Secretary. According to an
OYP official, OYP funding plans were never approved in writing by
the former Assistant Secretary. The official added there are no
guidelines stating that their funding plan had to be approved in
writing, although they did send a copy to the Assistant Secretary
for comment. ’

On April 9, 1981, OYP prepared another comprehensive list of
title IV discretionary projects. However, this list showed
223 planned discretionary projects totaling about $201.3 million,
which represented an increase of 43 projects totaling $20.3 million
more than what was indicated on December 4, 1980. An OYP official
attributed these differences to projects that were either (1) added
or deleted by the program staff or (2) unplanned by the program
staff. Including the 3 unplanned projects mentioned earlier, this
official identified 29 projects that were unplanned, 18 of which
were funded totaling $8.3 million during our review time frame.
As of August 13, 1981, these 18 unplanned awards had been reduced
by $1.9 million. (See exhibit F.)

Since the April 9, 1981, list showed $201.3 million in planned
title IV discretionary awards for fiscal year 1981 and the total
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amount available was only $165.9 million, the OYP program office
recommended new funding levels of $159.6 million on this list,
representing a decrease of $41.7 million. An OYP official told us
that further reductions may occur. These reductions are discussed
further on page 12.

TITLES III AND IV
TELEGRAM COMMITMENTS

You indicated concern about the number of telegrams that were
sent to contractors and grantees during the last months of the
past administration authorizing them to incur costs before the
actual awards were finalized. We have now identified 70 such
telegrams sent during the first 4 months of fiscal year 1981, of
which 18 were for awards to be administered by ONP totaling an
estimated $15.3 million and 34 were for awards to be administered
by OYP totaling an estimated $14.6 million. These amounts repre-
sent the funds Labor planned to award pending further negotiations.
Our analysis since our preliminary report showed that only an
estimated $3.1 million for title III and an estimated $2.7 mllllon
for title IV was actually authorized in the notices.

Your office asked that we compare the number of telegrams sent
during January 1981 with the number sent during a normal period of
operation. As agreed with your office, we compared the January
1981 title III award telegrams with those sent during all of fiscal
year 1979 because we had data for that period in our report (noted
on p. 2) on ONP's administration of its employment and training
awards. In that report we estimated that only 20 telegrams were
sent by ONP's Office of Special National Programs and Activities
(which administers almost all of ONP's title III discretionary
awards) for all of fiscal year 1979. Our review has shown that
39 telegrams were sent (9 of which were ONP administered) during
January 1 to 19, 1981.

Labor's Acting Solicitor has told us previously that pre-
award authorization letters (telegrams) constitute binding agree-
ments between Labor and awardees and legally obligate Labor to
reimburse awardees for allowable costs incurred before the awards
are finalized. Labor's Acting Solicitor also told us that, if
negotiations should fail to produce an award, Labor would be
legally required to pay any program costs incurred by the awardee
up to the point of denial.

Exhibits G and H show information on the telegrams sent
during the first 4 months of fiscal year 198l.

RECRUITMENT AND TRAINING PROGRAM, INC.,
AWARDS RECEIVED OR BEING NEGOTIATED
DURING FISCAL YEARS 1975-81

You expressed interest in the awards that were made to the
Recruitment and Training Program, Inc. (RTP, Inc.), during fiscal

9
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years 1975-81. You also wanted to know which Labor officials were
involved in making these awards. Our review of official award
records has shown that 19 awards were made or were being nego-
tiated during this time frame for about $40.7 million using CETA
titles III and IV discretionary funds. This represents a decrease
of $388,613 from our preliminary report. One award for $350,000
was canceled, while another for $435,000 was reduced by $38,613.
All awards on the following list were made or were being negotiated
during fiscal years 1975-81 (as of August 13, 1981) and were signed
by either the Administrator or Deputy Administrator of ONP (who is
now the Acting Administrator of ONP).

Award

date Period of Amount
(note a) performance Title III Title 1V

(b) (b) $§ 3,165,000

9-12-75 9-15-75 to 9-14-76 3,493,020

8-27-76 9-01-76 to 8-31-77 4,108,722

8-11-77 6-01-77 to 8-31-77 34,586

8-16-77 9- 1-77 to 6-30-78 5,166,541
10-28-77 9- 1-77 to 6-30-78 52,140

7- 1-78 4-21-78 to 3-30-81 $1,497,488
5- 9-79 3- 1-79 to 1-15-81 1,099,600
9-21-79 9-29-79 to 11-28-80 1,680,661

9-21-79 9-29-79 to 11-28-80 7,953,309

2- 2-80 1- 1-80 to 11-28-80 500,000

2-13-80 2- 1-80 to 11-28-80 330,000

3-11-80 3-17-80 to 3-20-81 891,393
9-24-80 5-15-80 to 6-30-81 1,179,317
9-25-80 7-14-80 to 11-28-80 59,520
10- 1-80 10- 1-80 to 11-28-80 2/35,306
12-31-80 11-29-80 to 10-31-81 7,486,000 1,130,000
1-19-81 1- 1-81 to 5-30-81 c/ 396,387
1-19-81 1-19+81 to 6-30-81 c/470,000

Subtotal $34,064,805 $6,664,185

Total for titles III and 1V $40, 728,990

a/Reflects either the date the award was signed or the date Labor
sent a telegram notifying the awardee of its intent to fund the
award.

b/This award file was not available for review because it has been
stored at the National Archives. We were able to get the amount
awarded from the title III contract register, but not when it
was signed, who signed it, or what the period of performance was.

c/This figure represents the amount Labor planned to award pending
negotiations.
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As discussed with your office, we plan to conduct a separate review
of RTP, Inc., now that our work is complete on this assignment.

CARRYOVER FUNDS AVAILABLE
FOR FISCAL YEAR 1981

According to information provided by Labor officials,
$24.9 million of fiscal year 1980 funds was available for obliga-
tion during fiscal year 1981 for title III discretionary programs.
Of this amount, $18.3 million was committed in fiscal year 1980
against the 1980 funding plan but was not converted into obliga-
tions by contracts or grants before the end of the fiscal year.
Therefore, $6.6 million in carryover funds was available for fiscal
year 1981 programing.

For title 1V discretionary programs, an OYP official stated
that the estimated fiscal year 1980 carryover that was available
for obligation in fiscal year 1981 was $5.2 million. According to
this official, the estimate is subject to change based upon recon-
ciliation of prime sponsors' estimated fiscal year 1980 carryover
amounts under their title IV youth formula awards.

ALLEGED OVERCOMMITMENT
OF DISCRETIONARY FUNDS

The Antideficiency Act prohibits expenditures, contracts, or
other obligations in excess of available appropriations. A status
report provided by Labor officials shows that, as of January 30,
1981, the fiscal year 1981 title III discretionary funding plan
was potentially overcommitted by $7.3 million. According to this
status report, the funding plan totaled $163.4 million, while
available funding was only $156.1 million. The report shows, how-
ever, that the total Federal obligation for the title III awards
was only $51.2 million, or about 33 percent of the available funds.

Information provided by OYP officials indicates that planned
commitments under the fiscal year 1981 title IV discretionary fund-
ing plan totaled $201.3 million. According to OYP officials, only
$165.9 million was available for fiscal year 1981 discretionary
funding. The funding plan, therefore, was potentially overcommitted
by $35.4 million. According to the status report of Employment
and Training Administration resources and other funding data fur-
nished by Labor officials, as of January 30, 1981, only $52.2 mil-
lion, or about 31 percent of the title IV discretionary funds, had
been obligated by program officials.

As a result of Labor's activities in obligating titles III

and IV funds, it avoided any potential violations of the Anti-
deficiency Act.
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CURRENT ADMINISTRATION ACTIONS TO
REDUCE ALLEGED OVERCOMMITMENTS

Because Of the potential overcommitments, Labor reduced the
titles III and 1V projects to bring the planned fiscal year 1981
expenditures more in line with its budget authority. At the time
of our last report, unverified estimates obtained from Labor offi-
cials indicated potential reductions of $27 million and $45 million
from planned fiscal year 1981 titles III and IV discretionary fund
commitments, respectively. Since that time Labor has increased
funding for title III by $2 million and title IV by $3 million.
Accordingly, as of August 13, 1981, Labor had reduced title III by
$25 million and title IV by $42 million to bring planned fiscal
year 1981 expenditures in line with its budget authority. Little
of the title III reductions, however, represent funds that are
recoverable from actual obligations in that most of the reductions
were from planned award expenditures. Labor officials could not
estimate at this time what the obligated funds recovery might be
for title III. Under title IV, one Labor official did estimate
that $15 million of the reductions represent obligated awards, of
which Labor hopes to recover $9.5 million.

Most of the money to be recovered from obligated awards is
being recovered by Labor exercising a termination for convenience
of the Government clause contained in its contracts. Your office
expressed concern as to why this clause is in contracts and not in
grants. We will shortly issue a report concerning the use of con-
tracts, grants, and cooperative agreements which discusses the
appropriate use of each instrument, including the different re-
quirements of the procurement and assistance systems. This report
will be sent to you upon its issuance and should provide the needed
information.

NOTIFICATION OF LABOR'S OFFICE
OF INSPECTOR GENERAL CONCERNING
OVERCOMMITMENT OF TITLES III
AND IV FUNDS

Your office expressed interest in what action Labor's Office
of Inspector General (OIG) has taken regarding the alleged over-
commitment of titles III and IV funds. The ONP program staff knew
of their potential overcommitment around the end of January 1981
and immediately notified the Acting Deputy Assistant Secretary for
Employment and Training. On March 4, 1981, the same day of a
"Washington Post" article on this subject, OIG initiated a head-
quarters investigation of this matter. We have not identified any
departmental rules that require OIG to be notified about any pos-
sible overcommitment of program funds.
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On April 1, 1981, OIG began a field investigation of some of
the award activities that had taken place during the closing months
of the past administration. As previously discussed with your
office, this investigation involves some of the same awards you
requested us to review. However, OIG is focusing on investigat-
ing possible criminal violations and not on evaluating the award
processes. As of August 17, 1981, this investigation was still
ongoing. '
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INFORMATION ON THE 34

TITLES III AND IV AWARDS

THAT WERE REVIEWED

INTRODUCTION

You requested that we review award files to